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COMMONWFALTH OF KENTUCKY 

BEPORE THE PUBLIC S E R V I C E  COMMISSION 

* * * * 

In t h e  Matter of: 

e 

ADMINISTRATIVE CASE T H E  SALE A N D  DETARIFPING OF 

EMBEDDED CUSTOMER PREMISES NO. 269 EQUIPMENT ) 

O R D E R  

On September 1 0 ,  1985, the Commiss ion  i s s u e d  a n  O r d e r  i n  

t h e  a b o v e - s t y l e d  m a t t e r  r e q u i r i n g  t h e  d e t a r i f f  i n g  a n d  t r a n s f e r  of 

embedded c u s t o m e r  premises  e q u i p m e n t  ( "CPE")  t o  nonregulated 

a c t i v i t i e s  no l a t e r  t h a n  December 31, 1987. On September 30, 

1985, G e n e r a l  T e l e p h o n e  Company of Kentucky ("GTKY") filed an 

a p p l i c a t i o n  for r e h e a r i n g  i n  t h i s  m a t t e r .  GTKY s p e c i f i c a l l y  

r e q u e s t e d  r e h e a r i n g  o n  t h e  decision by t h e  Commiss ion  t h a t  n e t  

book v a l u e  be used as t h e  appropr ia te  v a l u a t i o n  method for 

p u r p o s e s  of t h i s  case. It a l s o  r e q u e s t e d  a n  e x t e n s i o n  of t h e  

detariffing d a t e  u n t i l  D e c e m b e r  3 1 ,  1990,  t o  afford a n  o p p o r t u n i t y  

for f u l l  c a p i t a l  r e c o v e r y  f r o m  r e g u l a t e d  o p e r a t i o n s .  

The C o n m i s s i o n  a f f i r m e d  its d e c i s i o n  t o  u 8 e  n e t  book v a l u e  

as t h e  proper v a l u a t i o n  me thod  for purposes  of t h i s  case. The PCC 

c o n c u r s  w i t h  t h e  use of n e t  book v a l u e  i n  t h a t  i t  p r o p e r l y  meets 

the b a l a n c i n g  t e s t  of Democratic C e n t r a l  C o m m i t t e e .  The 

Commiss ion  t h e r e f o r e  d e n i e d  r e h e a r i n g  o n  t h e  i s s u e  of n e t  book 

v a l u e .  

The Federal C o m m u n i c a t i o n s  Commiss ion  ( "FCC") has provided 

tor a n  extansion of thm d o t a r i f f i n g  d a t e  u n t i l  not  l a t e r  than 



D e c e m b e r  31, 1990,  o n  a case-by-case basis t o  e n s u r e  t h a t  f u l l  

c a p i t a l  r e c o v e r y  is p o s s i b l e .  The C o n m i s s i o n  t h e r e f o r e  g r a n t e d  

r e h e a r i n g  o n  t h e  i s s u e  of granting a w a i v e r  of t h e  d e t a r i f f i n g  

d a t e .  

On November 2 7 ,  1985 ,  a hearing wa.8 h e l d  in t h e  offices of 

t h e  Commiss ion ,  w i t h  r e p r e s e n t a t i o n  of t h e  A t t o r n e y  G e n e r a l ' s  

O f f i c e  b e i n g  p r e s e n t  as a n  intervenor i n  this case. 

The Commiss ion  h a s  t h o r o u g h l y  r e v i e w e d  t h e  request by GTKY, 

t h e  r e q u i r e m e n t s  of t h e  FCC, a n d  t h e  f ac t s  i n  t h i s  matter.  I n  o u r  

opinion, t h e  e v i d e n c e  d o e s  n o t  support t h e  e x t e n s i o n  of the 

d e t a r i f f i n g  d a t e  to  December 31, 1990 .  However ,  i n  order to 

e n s u r e  t h a t  GTKY h a s  an o p p o r t u n i t y  f o r  f u l l  c a p i t a l  recovery, the 

Commission w i l l  allow GTKY to d e t a r i f f  its ernbedded CPE a t  

December 31, 1988. 

A l t h o u g h  g r a n t i n g  this relief a n d  s e e k i n g  a one-year w a i v e r  

from t h e  FCC, t h e  Commiss ion  e m p h a s i z e s  t h a t  GTKY m u s t  t a k e  full 

advantage of t h i s  a d d i t i o n a l  opportunity for full c a p i t a l  

recovery. TO da t e ,  GTKY's m a r k e t i n g  program f o r  sale of embedded 

C P E  has been n e i t h e r  c o m p r e h e n s i v e  nor c o n s i s t e n t .  I n  r e s p o n s e  to  

I t e m  15 of t h e  Commission's d a t a  r e q u e s t  d a t e d  November 1 5 ,  1985, 

GTKY d i d  n o t  p r o v i d e  a n y  advertteements which  would  have promoted 

sale of embedded C P E  to c u s t o m e r s .  This is e s p e c i a l l y  t r o u b l e s o m e  

when the Commiss ion  ref lects  upon  the  d o r o g u l a t e d  sales  of CPE in 

w h i c h  GTKY was e n g a g e d  a t  t h e  same t i m e .  W i t h o u t  m a k i n g  all 

c u s t o m e r s  aware that they c a n  p u r c h a s e  their e q u i p m e n t  and the 

p r i c e  to  do so, GTRY has n o t  t a k e n  f u l l  a d v a n t a g e  of t h e  

o p p o r t u n i t y  it h a s  had to sell its embedded CPE. The  Commiss ion  
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u r g e s  GTKY t o  i m p l e m e n t  a n  a c t i v e  s a l e s  p l a n  d u r i n g  t h e  r e m a i n i n g  

p e r i o d  b e f o r e  d e t a r i f f i n g .  The Commiss ion  h a s  r e q u e s t e d  a n  

e x t e n s i o n  for GTKY of one y e a r  beyond  t h a t  of t h e  o t h e r  

i n d e p e n d e n t  t e l e p h o n e  c o m p a n i e s ,  b u t  GTKY m u s t  now do i t s  p a r t .  

T h e  Commiss ion  a l s o  n o t e s  t h a t  i n  1983 GTKY d i d  n o t  propose 

to  represcribe d e p r e c i a t i o n  ra tes  for  i ts  CPE a c c o u n t s .  A t  t h a t  

t i m e  c o m p e t i t i o n  i n  t h e  o f f e r i n g  of CPE a n d  t h e  r e s u l t i n g  impact 

o n  t e c h n o l o g y  had a l r e a d y  i n f l u e n c e d  C P E  s e r v i c e  lives. GTKY did 

n o t  a v a i l  i t s e l f  of t h i s  o p p o r t u n i t y  to  achieve f u l l  c a p i t a l  

recovery b e f o r e  d e t a r i f f i n g .  G i v e n  t h a t  f a c t  a n d  t h e  o n e - y e a r  

e x t e n s i o n  b e i n g  g r a n t e d ,  t h e  Commission a d v i s e s  GTKY t h a t  i t  will 

oppose a n y  r e p r e s c r i p t i o n  o f  d e p r e c i a t i o n  rates or  a m o r t i z a t i o n  by 

GTKY f o r  t h e s e  a c c o u n t s  i n  1987. 

F i n a l l y ,  the Commiss ion  refers GTKY to t h e  C o m m i s s i o n ' s  

t r e a t m e n t  of l a n d  a n d  b u i l d i n g s  i n  i ts  o r i g i n a l  O r d e r .  I n  t h i s  

case GTKY b e n e f i t s  f rom t h e  a p p l i c a t i o n  of n e t  book v a l u e  to  t h e s e  

assets, w h i c h  m o s t  l i k e l y  have a p p r e c i a t e d .  T h e  Commiss ion  c o u l d  

h a v e  u s e d  f a i r  m a r k e t  v a l u e ,  as t h e  FCC a l l o w s .  

SUMMARY 

The C o m m i s s i o n ,  a f t e r  c o n s i d e r a t i o n  of t h e  e v i d e n c e  of 

record a n d  b e i n g  a d v i s e d ,  is of the o p i n i o n  a n d  f i n d s  t h a t :  

1. The embedded CPE o f  GTKY s h o u l d  be d e t a r i f f e d  a n d  

t r a n s f e r r e d  to i t s  n o n r e g u l a t e d  a c t i v i t i e s  n o  l a t e r  t h a n  December 

31, 1988,  upon t h e  g r a n t i n g  of (1 w a i v e r  by t h e  FCC. 
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2 .  W i t h i n  6 0  days of t h e  d a t e  of t h i s  Order, GTKY s h o u l d  

f i l e  m a r k e t i n g  p l a n s  for t h e  sale of embedded CPE. 

IT IS THEREFORE ORDERED THAT: 

1 .  The embedded CPE of GTKY shall be d e t a r i f f e d  and 

t r a n s f e r r e d  to n o n r e g u l a t e d  a c t i v i t i e s  no l a t e r  than December 3 1 ,  

1988,  upon t h e  g r a n t i n g  of a w a i v e r  by t h e  FCC. 

2. With in  60 d a y s  of t h e  d a t e  of t h i s  Order, GTKY shall 

f i l e  m a r k e t i n g  p l a n s  for t h e  s a l e  of embedded CPE. 

Done at F r a n k f o r t ,  K e n t u c k y ,  t h i s  9th day of January, 1986. 

PUBLIC SERVICE COMMISSION 

I 

Vice C airman 

ATTEST: 

Se cr e t a ry 


